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In a petition for rulemaking, the Ameritech Operating Companies1

requested that the Commission modify the existing rule governing the

Allowance for Funds Used During Construction (AFUDC) rate from the

"prime rate" to the Commission-authorized return -- unless the

Commission decides to include long-term plant under construction (PUC

LT) in the rate base. Of the five parties commenting on the petition,2

only MCI opposes Ameritech's proposal. Its opposition exhibits a failure

to understand basic ratemaking principles and lacks on reasoned

analysis. NYNEX, while supporting a rulemaking, suggests an alternative

to Ameritech's proposal. The NYNEX alternative, however, proceeds

from a misconception about Generally Accepted Accounting Principles

1. The Ameritech Operating Companies are Illinois Bell Telephone Company,
Indiana Bell Telephone Company, Incorporated, Michigan Bell Telephone Company,
The Ohio Bell Telephone Company, and Wisconsin Bell, Inc.

2. These commenters are USTA, BeIlSouth, Southwestern Bell, the NYNEX
Telephone Companies and MCI Telecommunications Corp. (MCI).
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(GAAP) and the Commission's Rules. Ameritech respectfully files these

reply comments in response to MCI's opposition and NYNEX's

alternative.

Mel'. Opposition Reats On A Series
of Misstatements.

MCI's misstatements and failure to comprehend the relevant

ratemaking principles makes a coherent response difficult -- except to

systematically point out MCI's mistakes.

MCI Misstatement: Ameritech proposes to charge current
customers AFUDC by including AFUDC in the "current rate base." MCI
Opp. 2, 3, 4.3

The Facts: Ameritech's proposal would not include AFUDC in the

"current rate base. 1I Current ratepayers would not bear current AFUDC

costs. With respect to a particular construction project, the accumulated

AFUDC is not reflected in a capital account until that project is transferred

to plant in service (Account 2001). The carrier then begins recovering

the AFUDC amount by depreciating the amount in Account 2001,

including the credited AFUDC amount. The Court and Commission

understand this timing, even if MCI does not:

3. MCI Opp. at 2 ("Ameritech also proposes that AFUDC amounts be included in
the current rate base as if such capitalized interest were part of TPIS."); MCI Opp. at 3
f'Ameritech proposes that AFUDC, which is clearly a cost of Mure construction, be
included in the current rate base."); MCI Opp. at 4 ("Basically, Ameritech now
suggests that it receive from current ratepayers, the prescribed rate of return ....").
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Upon completion of the plant, the AFUDC is transferred
to the rate base along with the cost of the plant, and
recovered through the charge for depreciation.4

Not only did the Court and the Commission explain how AFUDC

works, Ameritech's petition contained a table that shows that current

ratepayers do not bear a single Penny of AFUDC costs while plant is

under construction. Ameritech Pet., Att. A at 2.

Ameritech's petition requests a change in the AFUDC rate. It does

not request a change in the timing for recovering capitalized AFUDC.

MCI Misstatement: Ameritech's proposal is a "radical departure"
from the Commission's 'well established" and '~ime honored" policy of
using the prime rate as to AFUDC rates.5 MCI Opp. 1-2, 4, 8.

The Facts: Setting the AFUDC rate at the prime rate is neither 'well

established" nor "time honored," and Ameritech's proposal hardly

qualifies as a "radical departure" from "established policy." Until the 1977

AT&T rate case, the Commission's policy was to include PUC-LT in a

carrier's rate base,6 thus for 44 years the Commission had no occasion

to set an AFUDC rate. Only in the 1977 AT&T case and in the Comsat

4. Illinois Bell Tel. Co. v. FCC, 911 F.2d n6, 782 (D.C. Cir. 1990), citing Rate
Base Reconsideration Order, 4 FCC Red 1696, 1703' 54 (1989).

5. MCI Opp. at 1-2 (liThe Commission's well established and reconfirmed policy
is for AFUDC to be computed using the 'compound prime rate of interest.'I,; MCI
Opp. at 4 (The proposed "Ameritech ... modification ... is a radical departure from
the Commission's established policy."); MCI Opp. at 8 ("In a final attempt to establish
some reason for the Commission to change its time-honored policies, Ameritech
asserts . . ..").

6. See American Tel. & Tel. Co., 9 F.C.C.2d 960, 972 , 45 (1967). In 19n, the
FCC rejected an AW decision to include PUC-LT in the rate base. American Tel. &
Tel. Co., 64 F.C.C.2d 1, 56-60'~ 140-154 (1977).
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rate case7 did the Commission attempt to justify setting the AFUDC rate

at the prime rate, and in Comsat the D.C. Circuit set aside that

determination. Communications Satellite Corp. v. FCC, 611 F.2d 883,

895-97 (D.C. Cir. 1977).

One unreviewed decision hardly qualifies as a 'well established"

policy particularly when (a) a similar determination was reversed on

judicial review, and (b) the Commission's current rules provide otherwise.

Section 32.2000(c){2){x), which was adopted in 1987,8 states that

AFUDC lIincludes the cost of debt and eQUity funds used in the
-..,./

construction of telecommunications property ...." 47 C.F.R.

§ 32.2000(c)(2)(x) (emphasis supplied). The prime rate does not purport

to incorporate even the minimum cost of equity capital.

Mel Misstatement: IIAmeritech has grossly misinterpreted the court
and Commission decisions on the reasonable amount of interest that
would be allowable ....II MCI Opp. at 5. "In choosing the prime rate [in
Docket No. 19129], the Commission did not base its decision upon, nor
was it required to consider, the actual funding used by AT&T.II MCIOpp.
at 6.

The Facts: The Commission, to be sure, did not adopt the prime

rate in the AT&T case based on AT&T's actual funding. No one ever

said it did. The use of the prime rate was predicated on the

Commission's express finding that AT&T could finance its construction

program with short-term debt, which the Commission further found AT&T

7. Communications Satellite Corp., 56 F.C.C.2d 1101 (1975).

8. Revision of the Uniform System of Accounts and Financial Reporting
Requirements for Class A and Class 8 Telephone Companies, 2 FCC Red 1086
(1987), reeon., 2 FCC Red 6555 (1987).
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could borrow at the prime rate. American Tel. &Tel. Co., 64 F.C.C.2d at

59-60 ~ 150. No similar finding was made with respect to the LECs.

Moreover, AT&T did not request review of that decision.

When, however, the FCC adopted the prime rate as the AFUDC rate

for Comsat, the Court reversed. The Court reversed even though the

Commission found that the prime rate exceeded Comsat's anticipated

future financing costs. As Comsat was 100% equity financed at the time,

the Commission assumed that debt would be used to raise additional

funds. The Commission also found that Comsat could finance

construction projects using long-term bonds at an interest rate which was

less than the prime rate. Thus, the Commission believed the prime rate

was generous. Comsat, 56 F.C.C.2d at 1173 ~ 305.

The D.C. Circuit overturned that determination because the

Commission failed to use its best "'judgment as to the most realistic

assumption' about the source Qf capital" in selecting the AFUDC rate.9

The Court subsequently explained the reason for that standard: "AFUDC

is intended to comPensate investors for the use of their funds during

constructionII when PUC-LT is excluded from the rate base. Illinois Bell,

911 F.2d at 782. The funds -- the source of capital -- include both debt

and equity. Therefore, the carrier is entitled to an AFUDC rate that

reflects both sources:

A regulated utility is, of course, entitled to recover the
cost of financing the construction of facilities. . . . The

9. FCC Brief at 32, Illinois Bell v. FCC, 911 F.2d 776 (1990) (D.C. Cir.) (No. 88-
1175), quoting Comsat, 611 F.2d at 895 (emphasis supplied).
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"cosf' includes interest on debt and a reasonable return
on capital investment.10

In short, the Ameritech proPOSa', and not the use of the prime rate,

is consistent with the Court's, the Commission's and Commission

Counsel's understanding as to the purpose of AFUDC. The 1977 AT&T

decision, in contrast, is an isolated aberration.

Mel Missmtement: "Ameritech has essentially proposed its own
definition of the 'full cost' of capital, and then tries to attribute that
definition to the Commission." MCI Opp. at 7.

The Facts: The FCC defined the full cost of capital in its Rate of

Return Prescription Order. 11 Ameritech's comments in that proceeding

"definedfl the full cost of capital as 13.0%, not the 11.25% return ultimately

authorized by the Commission. The "correct figure" is beside the point,

however. The relevant facts are (a) MCI refuses to recognize that equity

capital is used to finance construction programs, and (b) equity, like

debt, has a cost.

Mel Misstatement: ''The prescribed rate of return . . . bears no
relationship to the actual funding of long-term construction, and would
also unduly compensate LECs for inappropriate funding." MCI Opp. at 7.

The Facts: MCI's statement is simply not true, and ignores the

proofs set out in Ameritech's petition. Ameritech documented that equity

and debt funds are used to finance construction projects. It showed that

10. Mid-Tex Electric Cooperative, Inc. v. FERC, n3 F.2d 327,330-331 (D.C. Cir.
1985).

11. Represcribing the Authorized Rate of Return for Interstate SeNices of Local
Exchange Carriers, 5 FCC Red 7507 (1990) (Rate of Return Prescription Order).
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the proportion of debt and equity used to fund projects closely parallels

Ameritech's existing capital structure. Ameritech Pet. at 7-8.

MClleaves to everyone's imagination how setting the AFUDC rate

at the prescribed return level would "unduly comPensate the LECs." Is

MCI suggesting that depreciation funds should not be used to finance

construction? About 95% of current construction is financed that way.

If MCI believes that such financing is improPer, its belief is at odds with

the Commission's recent encouragement that the LECs reinvest capital

recovered through depreciation in the infrastructure.12

An AFUDC rate set at the prime rate would discourage such

reinvestment. If a LEC cannot earn a return equal to the cost of capital

on reinvested funds, it has no incentive to reinvest depreciation dollars

in long-term construction projects.

NYNEX'sAlternlltlve, NotAmerltech's Proposal,
Is Inconsistent With GAAP Principles And
Sound Economics.

Citing the Statement of Financial Accounting Standards (FAS) No.

34, NYNEX proposes an AFUDC rate intended for non-regulated

companies. According to NYNEX, that rate -- which is based on

potentially avoided interest -- is required by generally accepted

accounting principles (GAAP). NYNEX is wrong. For regulated

companies, both the Financial Accounting Standards and GAAP

affirmatively approve using an AFUDC rate based on a combination of

12. Rate ofReturn Represcription Order, 5 FCC Red at 7530' 203; see also IIFCC
Announces 'Price Caps' Schedule and Continues Interim Rate of Return (Docket No.
87-463),11 Report No. DC-1532 (News Release, Dec. 21, 1989) and accompanying
statement of Chairman Alfred C. Sikes.
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debt and equity costs. As the accounting profession recognizes, FAS 34

procedures make no economic sense for rate-regulated companies.

FAS 71 expressly points out that ratemaking agencies take into

account that construction is "financed partially by borrowings and

partially by equity" in setting an AFUDC rate. FAS 71 ~ 15 (copy

attached). FAS 71 goes on to provide that --

In such cases, the amounts capitalized for rate-making
purposes ... shall be capitalized for financial reporting
purposes instead of the amount of interest that would
be capitalized in accordance with FASS Statement No.
34, Capitalization of Interest Cost.

In other words, Ameritech's proposal is consistent with GAAP.13

Moreover, Ameritech's proposal is consistent with the FEAC

practice and its interpretation of GAAP is consistent with the

understanding of both courts and commissions. In ARCO Pipe Line Co.,

52 FEAC ~ 61 ,055 (1990), the FEAC reinforced that it "permits the

capitalization of AFUDC (i.e., both interest and equity) into rate base."14

And, the "equity rate of return embedded in the AFUDC rate should be

the equity rate of return in effect at the time of the construction of the

facilities."15

The FEAC has no doubt that its treatment is consistent with GAAP.

Nor do the courts. For example, In re Public SeNiee Co. of New

Hampshire, 114 B.A. 820 (D.N.H. 1990), involved the issue whether the

13. See also FAS 90' 8 (copy attached).

14. ARGO Pipe Line Go., 52 FERC at 61 ,234.

15. ARGO Pipe Line, 52 FERC at 61,244.
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utility's (PSNH) accounting practices complied with GAAP. The Court

concluded that an AFUDC rate based on debt and equity costs complied

with GAAP (114 B.R. at 837):

In reporting the value of its investment in seabrook,
PSNH was bound by Generally Accepted Accounting
Principles ("G.A.A.P."). ... When a power plant is
accounted for under FAS-71, the plant construction
costs and an allowance for funds used during
construction ("AFUDC"), wtJich represents a reasonable
return on both the debt and equity invested into ~
project, are added into the cost of the asset and
capitalized on the utility's balance sheet. (Emphasis
supplied).

In addition, NYNEX's proposal makes no sense for regulated

entities. In the non-regulated world, earnings levels are not restrained:

No commission exists to "protecf' current customers of the non-regulated

entity from bearing the cost of assets that are not presently "used and

useful." No requirement is imposed on the non-regulated firm to

construct facilities to meet anticipated needs even if the anticipated

incremental revenues generated by the new facilities will not cover the

additional costs. Non-regulated firms are arways in a profit-maximizing

mode.

rn contrast, the LEC's earnings are constrained16 and it must

construct facilities to meet anticipated service demands even though the

16. Even the price cap plan for LECs establishes maximum return levels and a
mechanism for enforcing these earning constraints. For price cap carriers the setting
of the AFUDC rate at the prescribed return level should be accomplished by an
exogenous adjustment.
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additional revenues will not cover the additional costS. 17 That constraint

and that obligation means that utility investors will be denied an

opportunity to recover their cost of capital over time if the AFUDC rate

fails to reflect a proportionate share of the equity capital devoted to long

term plant under construction. A rule which systematically inhibits a

carrier's ability to recover its capital costs is unlawful. American Tel. &

Tel. Co. v. FCC, 836 F.2d 1386, 1390-91 (D.C. Cir. 1988).

CONCLUSION

For the foregoing reasons. and for the reasons set out in the

petition, the Commission should initiate a rulemaking proceeding

proposing to adopt the Commission's prescribed or authorized rate of

return as the AFUDC rate.

Respectfully submitted,

~t~L Zp::'TECHOPE~CZ:; .
Ff&yCi S. Keene {5t Alfred Winchell Whittaker
Michael S. Pabian Katherine C. Zeitlin
30 South Wacker Drive Kirkland & Ellis
39th Floor 655 Fifteenth Street, N.W.
Chicago. Illinois 60606 Suite 1200
(312) 750~5118 Washington, D.C. 20005

(202) 879-5090

Their Attorneys
April 5. 1991

17. See, e.g., Jersey Central Power &UghtCo. v. FERC, 810 F.2d 1168, 1171 (D.C.
Cir. 1987) (IIRegulated public utilities are under statutory obligations to plan and build
the facilities necessary to meet the projected needs of their customers;')
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FAS71

Statement of Financial Accounting Standards No. 71
Accounting for the Effects of certain Types
of Regulation

STATUS

Issued: December 1982

Effective Date: For fiscal years beBinninl after December IS, 1983

Affects: Supersedes ARB .... (Rev.). parqraphs 8 and 9
Amends ARB S1. parqraph 6
Supersedes APB I, parqJ1Iph 7
Supersedes APB 2, parqraph 17 and Addendum
Supersedes APB 6, paraaraph 20
Amends APB II, paraaraph 6
Supersedes APB 16. paraaraph 6
Supersedes APB 17, parqraph 7
Amends APB 20, paraaraph 3
Supersedes APB 23. paraaraph 4
Supersedes APB 24. parqraph 3
Amends APB 26. paraaraph 2
Amends APB 29, paraaraph 4
Supersedes AIN-APB 8. Interpretation No. 22
Amends A1N-APB II, Interpretation No.4
Supersedes FAS 2, paraaraph 14
Supersedes FAS 4. parqJ1Iph 7
Supersedes FAS S. paraaraph 13
Amends FAS 7, parqraph S
Supersedes FAS 13. paraaraph 3
Supersedes FAS IS, paraaraph 9
Supersedes FAS 16, parqJ1Iph 9
Supersedes FAS 19, paraaraph 9
Supersedes FAS 22. parqraph 11
Supersedes FAS 34. paraaraph S
Supersedes FAS 43. parqraph 3
Supersedes FAS 49. paraaraph 7
Supersedes FAS SI. parqraph 2
Supersedes FIN 18. parqraph 4
Supersedes FIN 22. parqraph 8
Supersedes FIN 2S, parqraph 9

Affected by: Parqraph 9 amended by FAS 90 and FAS 92
Parqraph 10 amended by FAS 90
Parqraph 13 superseded by FAS 90 and FAS 92
Parqraph 14 superseded by FAS 92
Parqraph IS amended by FAS 90
Parqraph 18 and footnote 12 superseded by FAS 96
Parqraph J4 amended by FAS 90
Parqraph 46 amended by FAS 96
Footnote 6 superseded by FAS 90

Other Interpretive Pronouncement: ITB 87-2
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FAS71 FAS8 .......nt 0' SUndards
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ment No.5, A«OIIntirr,lorCOlf~, shall
be recorded u liabilities and u reductions o( rev
enue or u flq)CIIIe$ of the I'fIUIaIed enterpNe.

b. A \"CIUIItor can provide current rates intended to
recover costs that are expected to be iIIcurred in
the future with the UftlIcn&ancIIna that if dIoIe
costs are not inc:umd future rates wiD be Nduced
by conapondina amounts. If CUITCIIt rates are
intended to recover such costs and the~
requires the enterPrise to remain Il:COUIIlAbIe for
any amounts~ pursuant to such r-. and
not yet expended for the intended purpoee,' the
enterprise sbaD not recoanize u revenues
amounts cbarpd pursuant to such rates. '!bole
amounts sball be TllCOII'iIIIld IS IiabiIitieI and
Ween to income only when the ISIOciatrd QOSts
are incurred.

c. A reauJator can require that a pin or other
reduction of ner aJIowabIe COltS be liven to cus
tomers over future periods. That would be
accomplished, for rate-makina purpoteI, by
amortizina the pin or other reduction of net
allowable costs over those future periodJ and
reducina rates to reduce revenues in approxi
mately the amount of the amortization. Ifapin
or other reduction of net allowable COltS is to be
amortized over future periods for ra&e-makiI\I
purposes, the reau1ated enterprise shall not rec
osniZJe that pin or other reduction of net allow
able costs in income of the C\lJ'mlt period.
blstad, it shall record it IS a liability for future
reductions of charaes to customers that are
expected to result.

12. Actions of a replator can eliminate a liability
only if the liability was imposed by actions of the
replator.

( , , ,-',.' jl:-

13. Appeadbt 8 tbe appllCIdoo or the
............ or Car the '"_ of
,."'rio=, - "-..-• _ ._. .' -. -

SpedIIe S' t lis DerMd rro. die~
s.. t •

A._frw"""'U_"'~

15. In some cues, areauJatOr requires an enterprUe
subject to its authority to capitaIizIe, .. part of the
cost of plant and equipment, the cost of flllallCina
construttion IS fmanced p.niaIIy by borrowiIJp
and partially by equity. A computed intereIt cost
and a desianated cost of equity fUnds are capital
ized, and net income (or the current period is
incnued by a comspoodina UIlOUDt. After the
construe:tion is completed, the resultina capitalized
cost is the basil (or depreciatiocl and unrecovered
investment for rate-makiDI purpoIeS. In such cues,
the amounts capitalized for rate-makiaI putpOIeIlS
part of the cost of acquirina the IIIetS shall be capi
talized for fmancial reportiDi puI]:IOIeS inItad of
the amount of interest that would be capitalized in
accordance with FASB Statement No. 34, 0JpiUrI
iaJion 01 Int.- Cost.

'
The income StataDeIIt

shall indude an item ofother income, a reduetioll of
intereIt expense, or both. in a manner that indicates
the basis for the amount capitaJiz.ed.

lrttM:ompMy ProjltlO

16. Profit on sales to reauJated atTJIiates shall not
be eliminated in aeneraJ-purpose fmancial stale
mentsll if both of the followiDa criteria are met:

a. The sales price is reasonable.
b. It is probable that, throuah the rate-makiDa pr0

cess, future revenue approximately equal to the
sales price wiD result from the reauJated atTJIiaIe's
use of the products.

17. The sales price usuaJIy shall be considered RIll
sonable if the price is accepted or not cbal1cnIed by
the reauJator that aoverns the reau1ated aftUiate.
OdlerwiIe, reasonablenels shall be COIIiidered in
liIht of the circ:umstances. For example. reuonabIe
ness milht be J\ldaed by the return on investment
earned by the manufaeturina or.construction opera
tions 01 by a comperison of the transfer prlce$ with
prices available from other sources.

01_ Spedftc: SfMdanII
1 ,....~ ...._~
en. ill PlIIIIfIIIIIII 9-12. n-.t ACCIGUIIIIIrIltII'1rtcoIItI"
Il*ifIC aot be ,..;
odw lII'IlIcMioaaf - . •.." 1...... CII,.,.. led .... IN. ?'mr

~ -j j-...··IJ.~·~I!,. .... ;";.;: l ••·" '""_/, .~ .~,.. :..,,,.<O')J;,,q;..;J4"~,,:oat:.~,; ,·~."r..~.hl. . :'--'4"'~"~

'rile UIlI&1I111C11M11m lIIId b)' reaIIIMon for Ibis~ is 10 Rqwre llIe,..ulated enterpriIt to -.llIIe IIIliclpated eat • alilbllkY
in in rcplalory -ma _cis.

Vswemrm )of Nlluim capilllil.atioa 01~ eat oa CWlaln quIIfyina _'0 TIle _ apIr.a.d II tilt portion 0I111e iIIleml
eat i.-nd duriIIe tilt period IbIl tIMrellcdy ClOlIid _w..........lftllt~ ................

IOn. lIra ..--....,P'fdI' II IIIICI in llliIsa-toI~ lIodI profIu oa'" rr.._....., to__willIiD a COIIIIIIl
..oratrlllUld l/'OUPaad prolitl oa .... (rom _ .......of.-.-, to__opndoe of tIIt_-.ul'

IIARB No. 'I. COIUOIItItnetIFi"...,~... I'llCJI*II thIl profit oa ..... of _ .-IaiIII iD Ille CODIOII' I 'I/'OUP be oIlmI·
utad in COIIIOlidllled fInucIaIltll_. APBOpinioII No. II. 77wEqttily '*'/totlofA«OfI""1o'lit_lite--Slod.
elfectlwly exlfIIds llIal Rqulremem 10 .ffllialed en'iliel ....led on llIe equlIy metlIod.
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Statement of Financial Accounting Standards No. £K)

Regulated Enterprises-Accounting for
Abandonments and Disallowances of Plant Costs

an amendment of FASB Statement No. 71

STATUS

-..s: December 1916

Effective Dale: For flscal ,... beIUmina after December IS. 1917 and interim periods within thole
fiIcal,...

Affee:u: AmeDds FAS 71, perqraphs 9,10, 1S, and 34
Sapenedes FAS 71, JlU8IF&Ph 13 and footnote 6

Affected by: PIrqrapb 9(d) IUl*seded by FAS 92
Panpapbs 14 and 27 amended by FAS 96
Parqraphs 16 throuIh 2S Iupenedec1 by FrB 87-2

Other Interpretive Pronouncement: FrS 87·2

SUMMARY

This Statement.....FASI S&atemeDt No. 71. AccoIutti".fortltd;g«4 o/CMttlill 7)pa o/Reg·
rU.tiolt, for two types of evenu tbat recently have ocamed ill the electric utility iDdu.try
aIIltDdocuDcDu of pleau aDd diuUowances of cost. of I'llCIIItIy com..... pleau.

This Statement ..... SUlaemeDt 71 to require the future N¥eIlUC that is a.pected to result from the
rep!ator'. iadlllioD of die cost of an abandoned plant ill aIIDwable COltS for rate-JDakiDI purposes to
be reported at iu prant vahle wIleD the abandonment bec:c.es prMbJe. If die carryiJII amount of
die abandoDed plant aceeds that praent value, a IoN would be reropiuet Statement 71 previously
required that asset to be reported at the lesser of the COlt of the ahendoDed plant or the probable Il"OIS
Je¥eDue.

This Statement also ..... Saatemeut 71 to require aD)' diIaIIowed COltS of a rec:entJy c:omp1etcd
plant to be recopillld. a lois. Statement 71 previous.Iy recpIired ... impairmetlu to be recoanized
but did not specify wbat constitutes an impairment or provide specific pidance about bow impair
1DIDU sbouId be 1IIIUUred.

PfaaJly, thiJ Stat__ ameDds Statement 7J to .pecify tbat u alJonac:e for fwads used duriDI COD-

ItnICtioD sbould be capitalized only if iu sublequent inc1usioD in alJowabie COlts for rate-maltina pur
J)OIeI is probable.

This Statement is effective for fiscaJ years belinniaaafter~ IS, 1917 lIDless (a) appUeation
of the Statement would cause a violation or probable future ¥ioIatioD ofa restrictive clause in an exist
ina Joan indenture or OCher tpeement and (b) the enterprise is Ktivtly IMkina to obtain modifaeation
of that restrictive c:lause. In-that case, this Statement is effective for rllCa1 years belinniaa after Decem-
ber 15. 1918. .

This Statement appIieI to the recorded costs of previously abudoaed UICU, the rec:orded costs of
.... for wbicJl future~t is probabJe or becoma probable in the future, previouaIy dis
allowed plant costs. and cIisa11owanc:es of plant colts that arc probable or become probabJe in the fu
ture. Restatement of fiDanc:iaJ .tatemenu for prior fucaJ years is encourqed but not required.
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CERTIFICATE OF SERVICE

I hereby certify that on this 5th day of April, 1991, a

copy of the foregoing "Reply Comments Of The Ameritech

operating Companies" was served by first class united States

mail, postage prepaid, upon the parties set forth on the

attached Service List.

~~~~L
Alfred Winchell Whittaker

Dated: April 5, 1991
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SERVICE LIST

Martin T. McCue
Linda Kent
united States Telephone
Association
900 19th Street, N.W.
suite 800
Washington, D.C. 20006

William B. Barfield
M. Robert Sutherland
BellSouth Corporation
1155 Peachtree Street, N.E.
Suite 1800
Atlanta, Georgia 30367

Mary McDermott
Campbell L. Ayling
NYNEX
120 Bloomingdale Road
White Plains, N.Y. 10605

William J. Free
Richard C. Hartgrove
Thomas J. Horn
Diana J. Harter
Southwestern Bell Telephone
Company
1010 Pine Street, Room 2114
st. Louis, Missouri 63101

Carol Schultz
Federal Regulatory Policy
MCI Telecommunications
Corporation
1133 19th Street, N.W.
Washington, D.C. 20036


